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Abstract. A global economy – essentially characterized by the free movement of capital and 
by the development of cross-national societies, the internet being its primary technological support – 
provides some advantages but, inevitably, it also implies certain disadvantages, for instance 
transferring the effects of the financial or economic crisis, which at some point affects a state (playing 
an important part in the international economic-financial transactions), over the other states in the 
world. Hence, the degree of diversification of production is important for a national economy because 
the more diversified the production is, the more the impact of shocks specific to the different economic 
sectors are reduced and dispersed, so that economy on the whole is less exposed to the shocks 
generated by the changes in volume or structure of the supply or demand both on the internal and the 
external markets. But diversification of production is conditioned by a series of factors such as: the 
size of a national economy, the degree of economic growth, the tendency towards the production 
specialization according to the comparative advantages, generated by the need of high productivity 
and a higher competitiveness in foreign trade. For the ex-communist countries, diversification of 
production may be a criterion in the analysis of the opportuneness of joining the euro area. We also 
think that in the context of the “new economy” it is important to take into account the high influence 
of capital on production because the free movement of capital increases supply and demand volatility. 
 




The analysis of the economic integration effects over business cycles synchronicity led 
to two different points of view, known in the scientific debates under the name „European 
Commission point of view”, and „ Krugman’s point of view”, respectively.  
Distinct from European Commission that in 1990 affirmed that as the integration 
degree increases, the asymmetrical shocks frequency decreases and the business cycles among 
the countries become more synchronized, Paul Krugman (1993) declared that a closer integration 
has as result a greater specialization and implicitly an increase of the asymmetrical shocks. 
 
MATERIALS AND METHODS 
 
In order to assess the degree of diversification of the ex-communist states production 
that joined the European Union – Bulgaria, the Czech Republic, Estonia, Latvia, Lithuania, 
Poland, Romania, Slovakia, Slovenia and Hungary – we think that it is relevant to analyze the 
structure of exports, because, on the one hand, it reveals production obtained in economic 
performance conditions investing products with competitiveness, and on the other hand, most 
of the analyzed countries are open economies, in 2006 the exports of goods related to the 
GDP exceeding 50%. Three countries scored low values: Romania (26.6%), Latvia (30.2%) 
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and Poland (32.7%). We determined the weighting of the first five categories of goods 
exported by each of the ten Central- and East-European countries in 2005. 
At first sight, the precondition for the exports structure to reveal the structure of 
national production and the exposure to international economic shocks is that exports involve 
a significant percentage of the GDP. This is the case for the small economies.  
Generally, large economies – as the US or the EU economies – are closed economies, 
based on internal consumption, with a diversified production. Actually, even in their case, the 
analysis of export structure reveals production structure because economic operators from 
different economic sectors will try to maximize the advantages of economies of scale, leading 
to more diversified exports. 
 
RESULTS AND DISCUSSION 
 
Analyzing the weight of the first five categories of goods exported in 2005 by the ten 
ex-communist states (Tab. 1) we find that the countries with the most diversified exports are 
Poland, Estonia, Slovenia and the Czech Republic, where the first five categories of exported 
goods are 36.1-44.3% from all the exports, followed by Bulgaria, Lithuania, Romania, 
Slovakia, Latvia and Hungary (46.7-56.3%). 
By comparison, the first five categories of exported goods represent 43.5% in the case 
of Germany, 36.6% for France and 35.2% for Italy. For the US, the same indicator is 37%. 
As expected, statistical data acknowledge that the degree of production diversification 
is influenced by the size of the national economy and by the level of economic growth.  
 
Tab. 1 
Main five exported goods (% of total) in the ex-communist countries, in 2003 
 
Country Commodity 4 % Commodity 5 % Main five exported goods (% 
of total) 
Poland Othr. transport 5.6 Power generating. 5.6 36.1 
Country Commodity 1 % Commodity 2 % Commodity 3 % 
Poland Road vehicles   9.8 Elec. mch. appar., parts, 
nes 
  7.9 Furniture, bedding, etc.   7.2 
Estonia Telecomm. sound 
eqip. etc. 13.5 Cork and wood   7.9 Furniture, bedding, etc 
  
5.5 
Slovenia Elec mch appar, parts, 
nes 




Republic Road vehicles 15.2 
Elec. mch. appar., parts, 
nes 
10.1 General industrial mach.   6.7 
Bulgaria Clothing and 
accessories 19.9 Non-ferrous metals   7.9 Iron and steel 
  
7.4 





Romania Clothing and 
accessories 23.1 Footwear   8.1 Iron and steel 
  
7.4 




Latvia Cork and wood 26.3 Cork, wood manufactures   9.0 Clothing and accessories   8.4 
Hungary Telecomm. sound 
eqip. etc. 17.4 
Elec. mch. appar., parts, 
nes 
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equipment machines 
Estonia Road vehicles 5.4 Clothing and accessories 5.0 37.3 
Slovenia Furniture, bedding, etc 6.9 General industrial mach. 4.8 41.7 
Czech 
Republic 
Office machines, adp. 
mach. 6.3 Metals, manufactures, nes 6.0 44.3 
Bulgaria Petroleum, petrol. product 5.8 Spec. transact. not classd 5.7 46.7 
Lithuania Elec. mch. appar., parts, nes 6.7 Road vehicles 6.6 48.1 
Romania Elec. mch. appar., parts, nes 7.0 
Petroleum, petrol. 
product 5.9 51.5 
Slovakia Petroleum, petrol. product 4.3 Furniture, bedding, etc. 4.0 51.7 
Latvia Iron and steel 6.6 Textile yarn, fabric 5.4 55.7 
Hungary Road vehicles 8.3 Office machines, adp. 
mach. 7.2 56.3 
Source: UNECE, Trends in Europe and North America, The Statistical Yearbook of the Economic 
Commission for Europe 2005, http://www.unece.org 
  
Another statistical argument is provided by the very small European states, where the 
first five categories of exported goods are 59.5% from all the exports in the case of Cyprus 
(which has a population of over 700,000 inhabitants), 79.3% for Malta (with a population of 
400,000 inhabitants) and 47.2% for Luxembourg (with a population of almost 500,000 
inhabitants). 
The degree of export diversification gives us an image of a country’s exposure to 
asymmetric shocks.  
But in order to assess economic performance and find out how the general export 
structure in transition economies differs from that in the countries belonging to the euro area 
(for example, Germany, which is the major commercial partner) we must divide exports in 
primary exports and manufactured exports; the high-tech products as percentage of 
manufactured exports are also relevant (Tab. 2). 
 One can notice that, compared to the structure of the German exports, only the Czech 
Republic, Slovenia and Hungary have a related structure, while Bulgaria, Latvia and 
Lithuania se differ the most, primary exports being over one third of their total exports. 
We must notice that, for Lithuania, petroleum and petroleum products are the main 
exported goods (17%); thus, primary exports are 42% of all the exports of this country. 
As for the position occupied by the hi-tech products in manufactured exports, 
Hungary, the Czech Republic and Estonia stand out in the group, with percentages close to 
that of Germany. 
The significant influence of the German economy on the EU economy is highlighted 
by the fact that, in 2006, Germany’s intra-community sales and purchases represented 63.7% 
of its external trade, and 63.65% of the external trade surplus (approximately 162 billion 
euros) came from trade with the other members of the EU. Because Germany’s GDP is 20% 
of the total GDP of the 27 members of the EU (in 2006, Germany’s GDP was 2,309.1 billion 
euros, and EU27’s of 11,536.2 billion) and over 27% of the GDP of the countries belonging to 
the euro area, and an integrated trade with that of Germany means an even firmer 







Primary exports and manufactured exports (% of total export of goods) in the ex-communist countries and in 
Germany, in 2004 
 
Country Primary exports Manufactured exports Hi-tech products  (% of manufactured exports) 
Czech Republic 10 90 13 
Slovenia 10 90   6 
Hungary 11 89 29 
Slovakia 14 86   5 
Romania 17 83   3 
Poland 19 81   3 
Estonia 22 78 14 
Bulgaria 33 67   4 
Latvia 36 64   5 
Lithuania 42 58   5 
Germany  9 91 17 
Source: World Bank, World Development Indicators 2006, CD-ROM, Washington, DC, 2006, apud 
UNDP online, http:/hdr.undp.org/statistics/data 
 
Relating transition economies to the German economy is important from the point of 
view of adopting the euro. That is why most empirical studies on the EU take the German 
economy as a point of reference. From the point of view of integrating the trade of transition 
economies into the EU trade, finding out what are the major partners in the intra-community 
exchanges is very relevant (usually, they are also the major partners in the foreign trade in 
general). In Table 3 one can notice that the transition economies have the strongest ties with 
the German economy, which is the main source of intra-community purchases. 
Tab. 3 
Main partners in the intra-community trade for the ex-communist countries, in 2006 
 
Main partner in intra-community trade Main partner in intra-communiy purchases Country 
Country % Country % 
Bulgaria Italy 17.10 Germany 24.40 
Czech Republic Germany  37.10 Germany  40.30 
Estonia  Finland 28.00 Finland 24,50 
Latvia Lithuania 19.50 Lithuania 16.90 
Lithuania Latvia 17.40 Germany 13.70 
Poland Germany 34.40 Germany  39.80 
Romania Italy 25.30 Germany  23.90 
Slovakia Germany  27.20 Germany  31.20 
Slovenia  Germany  28.00 Germany  24.90 
Hungary Germany 36.90 Germany  38.50 
Source: Eurostat, External and intra-European Union trade, Monthly statistics – Issue number 10/2007, 
Eurostat Statistical Books, 2007, pp. 246-515 
 
Also, Germany is the main destination of the intra-community trade of five of the ten 
analyzed countries. As for the other countries – Bulgaria, Estonia, Latvia, Lithuania and 
Romania, Germany remains an important destination. 
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If we calculate the percentage of the bilateral trade with Germany within the intra-
community trade of transition economies (Tab. 4), we find out that the Czech Republic, 
Hungary and Poland are closely linked to the German economy (with more than 37%), while 
the Baltic states are the least dependent on Germany (less than one fifth of their intra-
community trade). 
Tab. 4 
Trade with Germany (% of the intra-community trade of ex-communist countries), in 2006 
 
Trade with Germany* 
Export Import Total 
Intra-community 
trade 
Trade with Germany  
within intra-community trade Country 
Billion euros Billion euros Billion euros Billion euros % 
Czech Republic 24.04 24.08 48.12 124.56 38.63 
Hungary 17.52 16.85 34.37   91.24 37.67 
Poland 23.96 29.35 53.31 143.5 37.15 
Slovakia   7.85   8.63 16.48   56.53 29.15 
Slovenia   3.55   3.72   7.27   27.63 26.31 
Bulgaria    1.61   2.30   3.91   16.56 23.61 
Romania   4.05   6.17 10.22   43.99 23.23 
Lithuania   0.97   2.29   3.26   16.85 19.35 
Latvia   0.48   1.42   1.9   10.59 17.94 
Estonia   0.38   1.31   1.69   12.82 13.18 
* The data refer to exports by each of the ten countries in Germany, while imports come from Germany. 
Source: adapted from Eurostat, External and intra-European Union trade, Monthly statistics – Issue no. 




Because of the low level of production diversification, the ex-communist states are 
exposed to the risk of economic shocks on the global or on the European markets, all the more 
so they are characterized by a low level of competitiveness. Also, the Central- and East-
European states are influence by the evolution of the German economy, their main trading 
partner but also the most important economy in the EU, accounting for the analysis of the 
opportuneness of ex-communist states’ joining the euro area by relating them to the German 
economy.  
Before adopting the single currency, ex-communist states should try to acquire a 
higher competitiveness – especially through measures meant to sustain investments but also 
the saving process –, for participating to the euro area implies an increase in competition both 
in selling products and in attracting and capitalizing factors of production. We also take into 
consideration the fact that joining the EMU invalidates the currency policy of monetary 
depreciation meant to make exporters more competitive by means of prices. 
In the analysis of the opportuneness of adopting the European single currency, the 
degree of production diversification does not have a great relevance and this is why it must be 









1. World Bank, World Development Indicators 2006, Washington, DC, 2006, apud UNDP online, 
http:/hdr.undp.org/statistics/data 
2. De Grauwe, P. (1997), The Economics of Monetary Integration, Oxford University Press, Oxford. 
3. Eurostat, External and intra-European Union trade, Monthly statistics – Issue number 10/2007, Eurostat 
Statistical Books, 2007. 
4. Hallett, H.A.; Piscitelli, L. (2001), The Endogenous Optimal Currency Area Hypothesis: Will a Single 
Currency Induce Convergence in Europe?, paper presented at The Royal Economic Society Annual Conference, 
University of Durham. 
5. Krugman, P. (1993), Lessons of Massachusetts for EMU, in Torres Francisco, Francesco Giavazzi 
(eds.), The Transition to Economic and Monetary Union, Cambridge University Press, Cambridge. 
6. Krugman, P.; Venables, A.J. (1996), Integration, Specialization, and the Adjustment, European 
Economic Review, no. 40, 1996, pp. 959-967. 
7. UNECE, Trends in Europe and North America, The Statistical Yearbook of the Economic Commission 
for Europe 2005, http://www.unece.org 
